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We examined the Department of Defense’s (DoD) fiscal year 1997 budget
request and prior years’ appropriations for selected procurement and
research, development, test, and evaluation (RDT&E) programs. Our
objectives were to identify potential reductions in the fiscal year 1997
budget request and potential rescissions to prior years’ appropriations.
This report summarizes information provided to your staffs from April
through June 1996.

We identified opportunities to reduce fiscal year 1997 procurement and
RDT&E requests by $3.2 billion and to rescind prior years’ procurement and
RDT&E appropriations by about $454.9 million. These reductions and/or
rescissions can be made because schedules slipped, requirements
changed, and issues affecting program funding emerged since the budget
request was developed. The potential rescissions include about

$35.6 million in excess prior years’ appropriations for which obligational
authority expires on September 30, 1996. pDOD has requested congressional
approval to reprogram some of these excess funds in its fiscal year 1996
omnibus reprogramming request and has identified some of these excess
funds for possible use to pay for Bosnia operations.

Procurement
Appropriations

As shown in table 1, we identified about $3 billion in potential reductions
to DoD’s fiscal year 1997 procurement budget requests and $451.1 million
in potential rescissions from DOD’s prior years’ procurement
appropriations.

Table 1: Potential Reductions and
Rescissions to Procurement Programs

|
Dollars in millions

Potential fiscal
year 1997  Potential prior year

reductions rescissions
Army $207.469 $159.485
Navy 2,302.955 256.330
Air Force 460.106 35.300
Defense-wide 15.200 0
Total $2,985.730 $451.115
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The potential rescissions from prior years’ procurement appropriations
include $416.9 million in excess fiscal year 1996 funds, about $2.4 million
in excess fiscal year 1995 funds, and $31.8 million in expiring excess fiscal
year 1994 funds.

Details regarding the potential reductions and rescissions for procurement
programs are provided in appendix L.

RDT&E
Appropriations

As shown in table 2, we identified $224.2 million in potential reductions to
poD’s fiscal year 1997 RDT&E budget requests and about $3.8 million in
potential rescissions from DOD’s prior years’ RDT&E appropriations.

Table 2: Potential Reductions and
Rescissions to RDT&E Programs

|
Dollars in millions

Potential fiscal

year 1997  Potential prior year

reductions rescissions
Army $3.892 $0.142
Navy 19.698 0
Air Force 26.908 2.800
Defense-wide 173.724 0.821
Total $224.222 $3.763

All of the $3,763,000 in potential rescissions from prior years’ RDT&E
appropriations is from expiring excess fiscal year 1995 funds.

Details regarding the potential reductions and rescissions to RDT&E
programs are provided in appendix II.

Agency Comments

Commenting orally on a draft of this report, boD disagreed with virtually
all of the potential funding reductions and rescissions. In many instances,
DOD believed that the funds could be used for other requirements. We have
incorporated DOD’s comments on specific programs throughout the report
where appropriate.

Scope and
Methodology

To identify potential reductions and rescissions, we focused on
unobligated funds and funds on withhold in addition to program cost,
schedule, and performance issues. We examined expenditure documents
to determine whether requests were adequately justified and whether

Page 2 GAO/NSIAD-96-193BR 1997 Defense Budget



B-272395

unobligated funds from prior appropriations should be retained. Appendix
III provides more information regarding our scope and methodology.

We are sending copies of this report to the Secretaries of Defense, the
Army, the Navy, and the Air Force and the Director, Office of Management
and Budget. We will also make copies available to others upon request.

This report was prepared under the direction of Louis J. Rodrigues,
Director, Defense Acquisitions Issues, who may be reached on
(202) 512-4841 if you or your staffs have any questions. Other major
contributors are listed in appendix V.

Ao J%}m%

Henry L. Hinton, Jr.
Assistant Comptroller General
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List of Congressional Committees

The Honorable Strom Thurmond
Chairman

The Honorable Sam Nunn
Ranking Minority Member
Committee on Armed Services
United States Senate

The Honorable Ted Stevens
Chairman

The Honorable Daniel K. Inouye
Ranking Minority Member
Subcommittee on Defense
Committee on Appropriations
United States Senate

The Honorable Floyd D. Spence
Chairman

The Honorable Ronald V. Dellums
Ranking Minority Member
Committee on National Security
House of Representatives

The Honorable C. W. Bill Young
Chairman

The Honorable John P. Murtha
Ranking Minority Member
Subcommittee on National Security
Committee on Appropriations
House of Representatives
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Appendix I

Potential Reductions and Rescissions to
Procurement Programs

The Department of Defense (DoD) requested $38.9 billion in procurement
funding for fiscal year 1997. As shown in table 1.1, our review of selected
budget line items in the request and prior years’ appropriations identified
potential reductions of about $3 billion to fiscal year 1997 requests;
potential rescissions of about $416.9 million and $2.4 million from fiscal
year 1996 and 1995 appropriations, respectively; and $31.8 million in
potential rescissions from expiring fiscal year 1994 appropriations.

Table I.1: Potential Reductions and Rescissions to Procurement Programs

Dollars in millions

Fiscal year 1997 Potential rescission
Potential Fiscal year Fiscal year Fiscal year
Request? reduction 1996 1995 1994
Army $1,124.292 $207.469 $152.000 $2.385 $5.100
Navy 2,907.970 2,302.955 256.330 0 0
Air Force 2,486.223 460.106 8.600 0 26.700
Defense-wide 86.677 15.200 0 0 0
Total $6,605.162 $2,985.730 $416.930 $2.385 $31.800
@This is the amount requested for budget line items for which we have identified a potential
reduction and/or rescission.
Army Procurement 'fgge?Azmy requested $6.3 billior} for procurement programs in fiscal year
. As shown in table 1.2, we identified potential reductions of about
P rograms $207.5 million to the fiscal year 1997 request and potential rescissions of

$152 million, about $2.4 million, and $5.1 million from fiscal year 1996,
1995, and 1994 appropriations, respectively.
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Appendix I
Potential Reductions and Rescissions to
Procurement Programs

|
Table 1.2: Potential Reductions and Rescissions to Army Procurement Programs
Dollars in millions

Fiscal year 1997 Potential rescission

Potential Fiscal year Fiscal year Fiscal year
Procurement appropriation Request 2 reduction 1996 1995 1994
Aircraft $617.947 $46.031 $2.600 $2.385 $5.100
Missile 186.547 39.786 0 0 0
Weapons and Tracked Combat Vehicles 0 0 142.800 0 0
Ammunition 0 0 6.600 0 0
Other 319.798 121.652 0 0 0
Total $1,124.292 $207.469 $152.000 $2.385 $5.100

@This is the amount requested for budget line items for which we have identified a potential
reduction and/or rescission.

Aircraft Procurement, The Army requested $970.8 million for aircraft procurement programs in
Army fiscal year 1997. As shown in table 1.3, we identified potential reductions of
$46 million to the fiscal year 1997 request and potential rescissions of
$2.6 million, about $2.4 million, and $5.1 million from fiscal year 1996,
1995, and 1994 appropriations, respectively.

|
Table 1.3: Potential Reductions and Rescissions to Army Aircraft Procurement Programs
Dollars in millions

Fiscal year 1997 Potential rescission

Line Potential Fiscal year Fiscal year Fiscal year
no. Line item description Request reduction 1996 1995 1994
6 UH-60 Blackhawk (Multiyear Procurement) $161.279 $0.824 0 0 0
11 AH-64 Modifications 43.287 6.241 0 0 0
14 OH-58 Modifications 1.147 0.374 0 0 0
16 Longbow 356.957 10.731 0 0 0
20 Kiowa Warrior 9.115 9.115 $2.600 $2.385 0
21 EH-60 Quickfix Modifications 13.912 13.912 0 0 0
29 Training Devices 7.339 0.934 0 0 0
30 Common Ground Equipment 24.911 3.900 0 0 0

UH-1 Huey Service Life Extension Program 0 0 0 0 $5.100

Total $617.947 $46.031 $2.600 $2.385 $5.100
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Appendix I
Potential Reductions and Rescissions to
Procurement Programs

UH-60 Blackhawk
(Multiyear Procurement)
(Line 6)

AH-64 Modifications (Line 11)

OH-58 Modifications (Line 14)

The Army’s fiscal year 1997 request of $161.3 million for UH-60 Blackhawk
helicopters can be reduced by $824,000 because an equivalent amount of
excess fiscal year 1995 funds are available to meet fiscal year 1997
requirements. At the beginning of fiscal year 1996, the Army had

$15.3 million in unobligated fiscal year 1995 UH-60 Blackhawk
procurement funds. Through April 30, 1996, the Army had obligated
$645,000, or 4 percent of the amount, leaving an unobligated balance of
$14.7 million. We asked Army program management officials to provide us
specific information on when and how these funds would be used, but
they did not provide us the requested information. Because the Army had
not provided adequate justification for retaining these funds, we initially
concluded that the unobligated $14.7 million could be used to offset the
fiscal year 1997 request.

pob commented that all but $50,000 of the fiscal year 1995 funds had been
obligated; however, the Army’s latest financial report dated August 1, 1996,
shows that the Army has not obligated $824,000. We believe, therefore,
that these funds can be used to offset the fiscal year 1997 request.

The Army’s fiscal year 1997 request of $43.3 million for AH-64
modifications can be reduced by $6.2 million because an equivalent
amount of excess fiscal year 1996 funds is available to meet program
requirements. DOD is withholding these funds pending reprogramming
action. Program officials said that the program was disrupted by boD
withholding the fiscal year 1996 funds.

DOD commented that our proposed reduction would adversely affect
planned procurements and upgrades and that it had already requested
approval to reprogram $5 million of the $6.2 million. Nevertheless, since
these funds will not be used for AH-64 modifications in fiscal year 1996,
any funds not already approved for reprogramming can instead be used to
offset fiscal year 1997 requirements.

The Army’s fiscal year 1997 request of $1.1 million for OH-58 modifications
can be reduced by $374,000 because an equivalent amount of unobligated
excess fiscal year 1996 funds is available to meet these requirements. The
Army submitted budgets containing $400,000 in fiscal year 1995 and

$1.4 million in fiscal year 1996 for OH-58 safety and sustainment
modifications, even though it did not have requirements for such
modifications.
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Appendix I
Potential Reductions and Rescissions to
Procurement Programs

Longbow (Line 16)

Kiowa Warrior (Line 20)

A program official said that these funds were requested to allow for
contingencies. He added that boD encouraged such budgeting to keep the
line open and that he did not believe that program funding should be
reduced or rescinded because the funds could be used for other purposes.
Nevertheless, the Army requested the funds for OH-58 safety and
sustainment modifications in fiscal years 1995 and 1996 and they are not
needed for that purpose. Therefore, we believe the unobligated amount
can be used to offset the fiscal year 1997 request.

DoD commented that most of the funds from the prior years had been
obligated. However, according to the Army’s latest financial report dated
August 1, 1996, the Army had not obligated $374,000. We believe,
therefore, that amount can be used to offset the fiscal year 1997 request.

The Army’s fiscal year 1997 request of $357 million for Longbow can be
reduced by $10.7 million because an equivalent amount of excess fiscal
year 1996 funds is available to meet program requirements if they are not
reprogrammed for Bosnia. This amount is excess because DoD withheld
the $10.7 million from the fiscal year 1996 appropriation to pay for Bosnia
operations.

Program officials said that the fiscal year 1996 withholds are contributing
to difficulties in procuring the quantities planned for the year. However,
since DOD does not plan to release these funds for Longbow production in
fiscal year 1996, they can be used to offset fiscal year 1997 requirements.
DOD did not agree with the reduction because the funds have been
identified for possible use for Bosnia.

The Army’s fiscal year 1997 request of $9.1 million can be denied because
prior years’ funds are available to meet fiscal year 1997 requirements, and
$2.4 million and $2.6 million can be rescinded from fiscal year 1996 and
1995 appropriations, respectively. Fiscal year 1995 and 1996 funds are
excess to program requirements because contract costs are less than
amounts budgeted by the program office.

The Army has about $11.5 million in excess fiscal year 1995 funds and

$2.6 million in excess fiscal year 1996 funds. The fiscal year 1995 funds are
excess because (1) definitized lot 12 contract costs for the remanufacture
of the mast mounted sight were $7.2 million less than the program office
had budgeted for the follow-on lot 12 remanufacturing effort, (2) the
definitized contract for the lot 12 remanufactured airframes was

$3.1 million less than what was budgeted, and (3) the definitized lot 4
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Appendix I
Potential Reductions and Rescissions to
Procurement Programs

EH-60 Quickfix Modifications
(Line 21)

Training Devices (Line 29)

contract cost for the retrofit program was $1.2 million less than budgeted.
The $2.6 million in excess fiscal year 1996 funds can be rescinded because
the amount budgeted for the lot 5 retrofit program was greater than the
not-to-exceed lot 5 contract amount. DOD did not agree with the reduction
or rescissions but did not provide new information or further rationale for
its position.

The Army’s fiscal year 1997 request of $13.9 million to upgrade one EH-60
Quickfix helicopter into the Intelligence Electronic Warfare Common
Sensor Advanced Quickfix configuration can be denied. The Army justified
this request as a low-rate initial production unit for the initial operational
test and evaluation scheduled in September 1997. According to the Army’s
Jjustification, the upgraded system will also support an approved
Operational Requirements Document for contingency forces.

According to the current delivery schedule, the upgraded system, to be
procured in fiscal year 1997, would not be available for scheduled
operational testing. Further, although procurement of an upgraded system
may also support an operational requirement, this is not a justification for
the purchase of additional systems prior to operational testing.

DoOD commented that the subsystems for the system will be available in
time for the operational testing. However, Army test plans did not indicate
any need for additional subsystems for the operational tests. Moreover, the
Army requested funding to procure a complete system for the operational
tests and the complete system will not be available in time for the
operational tests. Therefore, we continue to believe that the fiscal year
1997 request can be denied.

The Army’s fiscal year 1997 request of $7.3 million for training devices can
be reduced by $934,000 because an equivalent amount of fiscal year 1996
funds is available to meet program requirements. DOD is withholding these
funds and plans to reprogram them for Bosnia operations. Project officials
are concerned that the fiscal year 1997 budget request might be reduced
without the fiscal year 1996 withholds being restored to the program.
However, since these funds will not be used for training devices in fiscal
year 1996, we believe they can be used to offset the fiscal year 1997
request if they are not reprogrammed for Bosnia. DoD did not agree with
the reduction because the funds have been identified for possible use for
Bosnia.
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Appendix I
Potential Reductions and Rescissions to
Procurement Programs

Common Ground Equipment
(Line 30)

UH-1 Huey Service Life
Extension Program

The Army’s fiscal year 1997 request of $24.9 million for common ground
equipment can be reduced by $3.9 million because an equivalent amount
of excess fiscal year 1996 funds is available to meet program requirements.
The program office has identified these funds as excess to its fiscal year
1996 airfield support equipment needs due to program delays.

Program officials attempted to return these funds to DoD for inclusion in
the fiscal year 1996 omnibus reprogramming request, but they were not
included. Currently, they are attempting to have these funds
reprogrammed to the Air Traffic Navigation, Integration and Coordination
System. These funds, according to a program official, are necessary for
further development of this system in fiscal year 1997. However, since
these funds will not be used for air traffic control in fiscal year 1996, we
believe they can be used to offset the fiscal year 1997 budget request.

The Army’s fiscal year 1994 appropriation of $5.1 million for the UH-1
Huey service life extension program can be rescinded because the Army
does not plan to modify the Huey. In fiscal year 1994, Congress provided
$15 million for this effort. The Army conducted a study of the viability of
extending the UH-1’s service life and concluded that there was no need for
such a program. The Army reprogrammed $9.9 million of the $15-million
appropriation to the Kiowa aircraft program and planned to reprogram the
remaining $5.1 million for the Javelin missile. However, the $5.1-million
reprogramming action was not approved and DoD has withheld the
funding. The $5.1 million in excess fiscal year 1994 funds will expire if not
obligated by September 30, 1996, and, therefore, is available for
reprogramming or rescission during the remainder of fiscal year 1996.

Missile Procurement, Army

The Army requested $766.3 million for missile procurement programs in
fiscal year 1997. As shown in table 1.4, we identified potential reductions of
about $39.8 million to the fiscal year 1997 request. We did not identify any
potential rescissions from prior years’ appropriations.

Table I.4: Potential Reductions to the
Army Missile Procurement Programs

|
Dollars in millions

Fiscal year 1997

Line Potential
no. Line item description Request reduction
5 Javelin $162.104 $20.000
7 Multiple Launch Rocket System 24.443 19.786
Total $186.547 $39.786
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Appendix I
Potential Reductions and Rescissions to
Procurement Programs

Javelin System (Line 5)

The Army’s fiscal year 1997 request of $162.1 million for Javelin can be
reduced by $20 million if the Army modifies its third low-rate initial
production contract to purchase fewer command launch units and missiles
in fiscal year 1996 and uses the fiscal year 1996 funding allocated for these
command launch units and missiles to offset the 1997 request. In addition,
Congress may want to consider restricting the Javelin 1997 appropriation
until the Army conducts additional operational tests that prove the
redesigned Javelin is operationally suitable.

The Army is redesigning the command launch unit to reduce production
and logistics costs and plans to begin replacing all 277 low-rate initial
production units within 3 years after the first unit is equipped. To minimize
replacement costs, the Army could reduce the number of command launch
units to be purchased in the third low-rate initial production contract from
125 to 36 units and still sustain the production line. Program office
officials said reducing the number of launch units to 36 would decrease
the cost of the contract by $18.5 million. Additionally, because of problems
with the missile rounds, the Army could reduce the number of missile
rounds to be purchased in the third low-rate initial production contract
from 1,010 to 960, and still produce the rounds at the contractor’s
minimum sustaining rate of 80 rounds per month. According to the Chief
of Javelin’s Cost Branch, reducing the number of rounds to be purchased
to 960 would decrease the contract cost by about $1.5 million. In addition,
the reduction should help ensure that problems are identified and
corrected before procuring additional rounds.

The Army does not agree that the number of command launch units to be
purchased should be reduced to the contractor’s minimum sustaining level
of production. Army officials said that purchasing fewer launch units will
increase the per unit cost of the remaining units because the contractor
has already purchased materials and incurred costs in anticipation of
production. They said, however, that the contractor could use the
materials that are common to the redesigned unit in those units once their
production begins, which would reduce the costs of those future units.
Another reason given by the Army officials for not reducing the purchase
quantity was that it will impact system fielding. But, the Army has already
decided to postpone the purchase of 17 command launch units and a
project office official said the purchase of another 12 units may be
postponed. According to the Army officials, even if production is reduced,
the minimum sustaining level of production that will allow the command
launch unit contractor to proceed to full-rate production in fiscal year
1997, as currently planned, is 72 launch units. But, in our opinion, the
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Appendix I
Potential Reductions and Rescissions to
Procurement Programs

Multiple Launch Rocket System
(Line 7)

Javelin is not ready for full-rate production because the Army is
redesigning many system components and has not adequately tested the
redesigned system to determine if it is suitable for combat. Operational
testing is needed to ensure that the system’s reliability and performance in
an operational environment will meet the user’s requirements.

DoD did not agree with the reduction but did not provide new information
or further rationale for its position.

The Army’s fiscal year 1997 request of $24.4 million for the Multiple
Launch Rocket System can be reduced by $19.8 million (the amount
requested to procure hardware for a second low-rate production of

852 extended range rockets) because recent testing revealed the rocket’s
grenade submunition does not meet performance requirements.
Additionally, the Army may want to consider postponing the planned
August 1996 low-rate initial production contract award for 1,326 extended
range rockets until the grenade submunition meets performance
requirements.

The grenade submunition has not consistently met its requirement of less
than 1 percent hazardous duds.! During preproduction qualification testing
from January to April 1996 on over 1,500 submunitions, the submunition
demonstrated a hazardous dud rate of 2.63 percent. Design verification
testing of planned corrections to the submunition will not occur until April
through June 1997. Program office officials maintain that award of a
low-rate production contract for extended range rockets is necessary in
fiscal year 1996 to avoid a production break during the transition from
basic rockets to extended range rockets.

DpoD did not agree with the reduction and our suggestion to postpone
award of the low-rate initial production contract stating that (1) the causes
of the submunition problem have been identified and benchmarks have
been incorporated in the planned verification testing and (2) a delay of the
August 1996 low-rate initial production award would shut down the rocket
production line and result in $67 million in additional costs. However,
production schedules indicate that, even if the low-rate production
contract is awarded in fiscal year 1996, there will be no rocket deliveries in
October and November 1997. Moreover, any costs associated with a
production break or a decision to enter low-rate initial production should
be balanced against the costs of procuring an unproven weapon system.
Therefore, we continue to believe the reduction is warranted.

A hazardous dud is one that does not explode or disarm itself within 3 minutes of impact.
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Appendix I
Potential Reductions and Rescissions to
Procurement Programs

Procurement of Weapons
and Tracked Combat
Vehicles, Army

The Army requested $1.1 billion for weapons and tracked combat vehicles
procurement programs in fiscal year 1997. We did not identify any
potential reductions to the fiscal year 1997 request. However, as shown in
table 1.5, we identified a potential rescission of $142.8 million from the
fiscal year 1996 appropriation for one item.

Table 1.5: Potential Rescission to Army
Procurement of Weapons and Tracked
Combat Vehicles Programs

Armored Gun System (Line 8)

|
Dollars in millions

Line Potential rescission

no. Line item description (fiscal year 1996)

8 Armored Gun System? $142.800
Total $142.800

@The Army did not request fiscal year 1997 funding for this item.

Unless Congress approves DOD’s reprogramming requests, the Army’s
fiscal year 1996 appropriation of $142.8 million for the Armored Gun
System can be rescinded because the program is being terminated. The
Army had planned to procure 26 low-rate initial production vehicles with
this funding but with the program’s termination, the funds will no longer
be required for this purpose. Termination liability will be funded from
research and development appropriations because the program is
currently under an engineering and manufacturing development contract.
Army project management officials agreed that the procurement funds are
no longer needed for the gun. boD did not agree with the rescission
because it indicated that it included $105 million of the excess fiscal year
1996 funds in its fiscal year 1996 omnibus reprogramming request and the
remaining $37.8 million in the Task Force XXI reprogramming request.

Procurement of
Ammunition, Army

The Army requested $853.4 million for ammunition procurement programs
in fiscal year 1997. We did not identify any potential reductions to the
fiscal year 1997 request. However, as shown in table 1.6, we identified a
potential rescission of $6.6 million from the fiscal year 1996 appropriation
for one item.

Table 1.6: Potential Rescission to Army
Procurement of Ammunition
Appropriation

|
Dollars in millions

Line Potential rescission

no. Line item description (fiscal year 1996)

11 81-mm Practice 1/10 Range M880 Mortar Cartridge® $6.600
Total $6.600

@The Army did not request fiscal year 1997 funding for this item.
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Appendix I
Potential Reductions and Rescissions to
Procurement Programs

81-mm Practice 1/10 Range
MS880 Mortar Cartridge
(Line 11)

The Army’s fiscal year 1996 appropriation of $6.6 million for 81-mm M880
practice mortar cartridges can be rescinded because the Army does not
plan to purchase the cartridges. The Office of the Secretary of Defense is
withholding the funds because the Army does not have a requirement for
the cartridges. Army officials agreed that the $6.6 million is excess to fiscal
year 1996 requirements and can be rescinded.

Other Procurement, Army

The Army requested $2.6 billion for other procurement programs in fiscal
year 1997. As shown in table 1.7, we identified potential reductions of
about $121.7 million to the fiscal year 1997 request. We did not identify any
potential rescissions from prior years’ appropriations.

Table 1.7: Potential Reductions to Army
Other Procurement Programs

Family of Heavy Tactical
Vehicles (Line 6)

|
Dollars in millions

Fiscal year 1997

Line Potential
no. Line item description Request reduction
6 Family of Heavy Tactical Vehicles $163.343 $2.141
7 Armored Security Vehicles (Combat Support) 9.240 0.285
55 Intelligence Electronic Warfare - Ground Based

Common Sensors (TIARA) 47.091 47.091
57 Joint STARS (TIARA) 85.428 69.135
147  Modification of In-Service Equipment 14.696 3.000

Total $319.798  $121.652

The Army’s fiscal year 1997 request of $163.3 million for the Family of
Heavy Tactical Vehicles can be reduced by $2.1 million because fiscal year
1997 requirements are overstated by $522,000 and $1.6 million in excess
fiscal year 1996 funds is available to meet fiscal year 1997 program
requirements.

The Army’s fiscal year 1997 request for the Heavy Equipment Transporter
System included $1.7 million for government testing, engineering support,
and documentation. However, the Army overstated testing and
engineering support requirements by $24,000 and $114,000, respectively,
and could not support its $384,000 estimate for documentation. Therefore,
the fiscal year 1997 budget request for the Family of Heavy Tactical
Vehicles can be reduced by $522,000.

The Army’s fiscal year 1996 budget request for the Palletized Load
System—trucks, trailers, and flat racks—included $43.7 million to buy
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179 trucks; however, the Army bought only 173 trucks for $1.5 million less
than budgeted. Similarly, the Army’s fiscal year 1996 budget request for the
Heavy Equipment Transporter System included $667,000 for engineering
support; however, this requirement was overstated by $119,000. The

$1.6 million in excess fiscal year 1996 funds can be used to offset the fiscal
year 1997 request for the Family of Heavy Tactical Vehicles.

The Army’s fiscal year 1997 request of $9.2 million for Armored Security
Vehicles can be reduced by $285,000 because the Army overestimated
fiscal year 1997 program requirements. The Army incorrectly applied
inflation adjustments and, as a result, overestimated fiscal year 1997
program requirements by $285,000. Therefore, the fiscal year 1997 budget
request can be reduced by $285,000.

The Army’s fiscal year 1997 request of $47.1 million for full-rate production
of six Ground Based Common Sensors can be denied because the system
has not successfully completed initial operational test and evaluation. Two
preliminary operational tests of this system—called customer
tests—conducted by the Army in July 1994 and September 1995 for a
low-rate initial production decision revealed that the system was effective.
However, these tests also revealed that the system would work only
occasionally, in the right conditions. According to the project manager,
planned initial operational test and evaluation and not the customer tests
will be used to support a full-rate production decision. Committing a
system to production without successful completion of initial operational
testing can result, as we have previously reported, in the system later
having significant problems with operational effectiveness and/or
suitability, often requiring major design changes and costly retrofits and
sometimes resulting in deployment of substandard systems to combat
forces. Therefore, we believe the fiscal year 1997 request can be denied
until the system successfully completes initial operational test and
evaluation.

DOD commented that the Army will not commit to full-rate production
before completion of initial operational test and evaluation, scheduled for
September 1996. However, the Army has not established key performance
parameters for the minimum acceptable performance levels, and DoD
believes that the Army should establish such parameters before
conducting the final initial operational test and evaluation. Therefore, we
continue to believe the reduction is warranted for the reasons stated
above.
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The Army’s fiscal year 1997 request of $85.4 million for Joint STARS can be
reduced by $69.1 million if the Army commits to only 1 system now and if
it does not acquire the remaining 15 systems until operational testing is
completed. The Army plans to start operational test and evaluation on the
Common Ground Stations systems in fiscal year 1998. It has already
contracted for more systems than are needed to conduct those tests
without acquiring an additional 15 systems in fiscal year 1997.

DOD believes that because the Common Ground System has the same
functional baseline as the Ground Station Module and, therefore, is not an
immature system, operational tests should pose few problems. Our
concern with boD’s approach is that the Ground Station Module passed
only 1 of 12 performance related criteria during developmental tests in
1994 and 1995. Moreover, the Common Ground Station operational testing
is not scheduled to occur until fiscal year 1998. The risks of systems
starting production before operational tests are conducted include
reliability that is significantly less than expectations and systems that

(1) cannot meet current specifications and/or (2) require significant and
expensive post fielding repairs for faults identified during operational
testing. Furthermore, by delaying procurement of the 15 systems until
fiscal years 1998 and 1999, contract costs could be reduced by over

$5 million because unit prices of these systems will be lower in the future.

DpoD commented that (1) the Ground Station Module passed all critical
operational issues during a multiservice operational test and (2) limiting
the low-rate initial production quantities to those needed for testing would
cause a break in production, thereby offsetting any savings we identified.
We determined, however, that (1) ground targeting, one of four critical
operational issues, was not tested during the multiservice operational test;
(2) pop’s Office of the Director of Operational Test and Evaluation has not
yet made a final determination on the efficacy of the Ground Station
Module; and (3) the Army has not evaluated the effects of our proposal on
production. Therefore, we continue to believe the reduction is warranted.

The Army’s fiscal year 1995 request of $14.7 million for modification of
in-service equipment can be reduced by $3 million because excess fiscal
year 1995 funds are available to meet fiscal year 1997 program needs. The
Department of the Army is withholding these funds because of a problem
with the Logistics Support Vehicle. The Army plans to reprogram these
funds for some other purpose, but a program official said that, as of May 8,
1996, these funds remained unobligated and would not be available for the
vehicle. Since the Army does not plan to use these funds for the Logistics
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Support Vehicle in fiscal year 1996, they can be used to offset fiscal year
1997 program needs. Program officials said that as of June 7, 1996, the
requirement for the vehicle was still valid and will have to be funded in the
future.

Navy Procurement
Programs

The Navy requested $15.4 billion for procurement programs for itself and
the Marine Corps in fiscal year 1997. As shown in table 1.8, we identified
potential reductions of $2.3 billion to the fiscal year 1997 request and
potential rescissions of $256.3 million from fiscal year 1996 appropriations.

Table 1.8: Potential Reductions and
Rescissions to Navy Procurement
Programs

|
Dollars in millions

Fiscal year 1997
Potential  Potential rescission

Procurement appropriation Request 2 reduction (fiscal year 1996)
Aircraft $2,487.862 $2,174.249 $229.715
Weapons 37.852 5.568 3.500
Shipbuilding and Conversion 151.655 74.000 16.400
Other 224.549 46.538 6.715
Marine Corps 6.052 2.600 0
Total $2,907.970 $2,302.955 $256.330

aThis is the amount requested for budget line items for which we have identified a potential
reduction and/or rescission.

Aircraft Procurement,
Navy

The Navy requested $5.9 billion for aircraft procurement programs in fiscal
year 1997. As shown in table 1.9, we identified potential reductions of
about $2.2 billion to the fiscal year 1997 request and potential rescissions
of $229.7 million from fiscal year 1996 appropriations.
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Table 1.9: Potential Reductions and
Rescission to Navy Aircraft
Procurement Programs

F/A-18E/F (Fighter) Hornet
(Line 5)

|
Dollars in millions

Fiscal year 1997

Line Potential  Potential rescission
no. Line item description Request reduction (fiscal year 1996)
5 F/A-18E/F (Fighter) Hornet $1,859.856 $1,859.856 0
6 F/A-18E/F (Fighter) Hornet

Advance Procurement 294.867 294.867 $229.715
45 Common Electronic

Countermeasures Equipment 20.069 12.026 0
48 Common Ground Equipment 313.070 7.500 0

Total $2,487.862 $2,174.249 $229.715

The Navy’s fiscal year 1997 request of $1.9 billion for the F/A-18E/F aircraft
can be denied if, as we have suggested, Congress does not authorize the
production of the aircraft. The Navy justified the need for the F/A-18E/F in
three key areas where the F/A-18C/D aircraft was expected to be deficient:
range, carrier recovery payload, and survivability. However, operational
deficiencies in the F/A-18C/Ds either have not materialized as projected or
can be corrected with nonstructural changes to the F/A-18C/D.
Furthermore, F/A-18E/F operational capabilities will only be marginally
improved over the F/A-18C/D. While the F/A-18E/F will have increased
range over the F/A-18C/D due to the F/A-18E/F’s larger fuel capacity, the
F/A-18C/D’s range in the high altitude mission profile that the F-18s are
expected to fly will exceed the range required by the F/A-18E/F’s system
specifications. Also, the F/A-18E/F’s range increase is achieved at the
expense of its combat performance—it will have less combat capability in
its sustained turn rate, maneuvering, and acceleration than F/A-18C/Ds
with its enhanced performance engines. Although improvements are
planned to increase the F/A-18E/F’s survivability in combat, the need for
the aircraft was not justified on the basis to counter threats that could not
be met with existing or improved F/A-18C/Ds; also, the effectiveness of the
stealth improvements planned for the F/A-18E/F is questionable. Further,
the Navy’s $44 million (fiscal year 1996 dollars) unit recurring flyaway cost
estimate for the F/A-18E/F is understated. We have, therefore, concluded
that procuring the new F/A-18E/F aircraft is not the most cost-effective
approach to modernizing the Navy’s tactical aircraft fleet.

DoD commented that it had determined that the F/A-18E/F offered better
capability than the earlier F/A-18C/D in many areas. However, poD did not

2Navy Aviation: F/A-18E/F Will Provide Marginal Operational Improvement at High Cost
(GAO/NSIAD-96-98, June 18, 1996).
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provide new information or further rationale for its position. Therefore,
we have not changed our position.

The Navy’s fiscal year 1997 request of $294.9 million for F/A-18E/F advance
procurement can be denied and the $229.7 million fiscal year 1996
appropriation can be rescinded if Congress does not authorize F/A-18E/F
production. We have advised the congressional defense committees that
we have concluded that procuring the new F/A-18E/F aircraft is not the
most cost-effective approach to modernizing the Navy’s tactical aircraft
fleet. Given the cost and marginal improvements in operational
capabilities that the F/A-18E/F would provide, we have recommended that
the Secretary of Defense reconsider the decision to produce the F/A-18E/F
aircraft and, instead, consider procuring additional F/A-18C/Ds. boD
disagreed with these proposed reductions and rescissions for the same
reasons as indicated in the above section on the F/A-18E/F (line 5) and our
rejoinder to DOD’s comment is the same.

The Navy’s fiscal year 1997 request of $20.1 million for common electronic
countermeasures equipment can be reduced by $12 million. These funds,
requested for the AIR-67(V)3 radar warning receiver, are not needed
because fiscal year 1996 funds are available to initiate low-rate production,
if poD certifies the AIR-67(V)3 to be potentially operationally effective and
suitable as required by Congress. In fiscal year 1996, funds to initiate the
procurement of the radar warning receiver were included in the F/A-18C/D
program. However, due to continued schedule slippage, operational
testing is not scheduled to be completed until the second quarter of fiscal
year 1997.

DOD commented that the funds will be needed to complete development
and testing prior to the low-rate initial production decision in fiscal year
1998. We continue to believe the reduction is warranted because the Navy
no longer needs the funds to initiate low-rate initial production in fiscal
year 1996.

The Navy’s fiscal year 1997 request of $313.1 million for common ground
equipment can be reduced by $7.5 million because the Navy Comptroller is
withholding $7.5 million in excess fiscal year 1996 funds that can be used
to offset fiscal year 1997 program requirements. According to the Navy
Comptroller’s office, the excess funds are required in fiscal year 1997 and
the President’s budget reflected use of these funds to support fiscal year
1997 requirements. However, we could not verify the accuracy of the
Navy’s position because the Navy did not provide data to support its
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position. Therefore, unless the Navy can demonstrate that it offset its
fiscal year 1997 budget requirements by the $7.5 million in excess fiscal
year 1996 funds, the Navy’s fiscal year 1997 request should be reduced by
that amount.

DpoD did not agree with the reduction and provided documentation that the
funds could be used in fiscal year 1996 if they are released by the Navy.
Pending release of the funds, we continue to believe the funds can be used
to offset fiscal year 1997 requirements.

Weapons Procurement,
Navy

The Navy requested $1.4 billion for weapons procurement programs in
fiscal year 1997. As shown in table 1.10, we identified potential reductions
of about $5.6 million to the fiscal year 1997 request and a potential
rescission of $3.5 million from the fiscal year 1996 appropriation.

Table 1.10: Potential Reductions and
Rescission to Navy Weapons
Procurement Programs

Advanced Medium Range
Air-to-Air Missile (Line 6)

MK-46 Torpedo Modifications
(Line 24)

|
Dollars in millions

Fiscal year 1997

Line Potential ~ Potential rescission
no. Line item description Request reduction (fiscal year 1996)
6 Advanced Medium Range
Air-to-Air Missile $36.091 $3.807 0
24 MK-46 Torpedo Modifications 1.761 1.761 $3.500
Total $37.852 $5.568 $3.500

The Navy’s fiscal year 1997 request of $36.1 million for the Advanced
Medium Range Air-to-Air Missile can be reduced by $3.8 million because
excess fiscal year 1996 funds are available to meet fiscal year 1997
program requirements. Excess funds are available because the fiscal year
1996 contract was negotiated at $3.8 million less than expected. A Navy
official said that the Navy Comptroller did not release fiscal year 1996
appropriated funds identified as savings from the fiscal year 1996 contract
award. According to the official, the funds are being held to offset fiscal
year 1997 requirements. However, our analysis of the budget did not reveal
unfunded requirements or shortfalls. DoD did not agree with the reduction
but provided no new information or further rationale to support its
position.

The Navy’s fiscal year 1997 request of $1.8 million for MK-46 torpedo

modifications can be denied, and $3.5 million in the fiscal year 1996
appropriation can be rescinded if this program is terminated. Of the
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$3.5 million, about $2 million is currently unobligated, and the remaining
$1.5 million has been deferred by the Navy Comptroller. The Navy’s
upgrade programs should be terminated because (1) they will only
marginally improve existing torpedoes’ performance and (2) the Navy is
developing a new Hybrid lightweight torpedo that is supposed to
accomplish the same littoral warfare objectives as the upgrade effort.

Our recent classified report on Navy torpedo programs points out that the
Navy is upgrading its existing lightweight torpedoes—the MK-46 and the
MK-50 Block II—to improve their performance against diesel submarines
in shallow, littoral waters. Operational performance tests have not yet
been done for either upgraded torpedo. Without such tests, the Navy will
not know whether the upgrades will improve the torpedoes’ effectiveness.
However, the Navy’s simulation analyses show that the upgrades would
only marginally improve effectiveness. Additionally, the Navy is
developing a new Hybrid lightweight torpedo to improve its capability
against diesel submarines in shallow, littoral waters.

DOD did not agree that the